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1 . DEPARTMENT APPRECIATES PROMPT AND FORCEFUL REPRESENTA- 
TIONS REPORTED IN REFTELS. 

2. BRAZILIAN AMBASSADOR PINHEIRO, ACCOMPANIED BY THOMPSON 
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SECRETARY BOSWORTH AFTERNOON OF JULY 28 TO PRESENT AIDE 
MEMOIRE ON REPORTED BRAZILIAN PURCHASES OF SALVADORIAN 
COFFEE. TEXT OF AIDE MEMOIRE BEING REPEATED SEPTEL. 

3. IN HIS ORAL PRESENTATION, AMBASSADOR REPEATED POINTS IN 
THE AIDE MEMOIRE AND STRESSED THAT GOB WAS AWARE OF THE 
SENSITIVE SITUATION WITH THE RATIFICATION OF THE NEW COFFEE 
AGREEMENT UNDER CONSIDERATION BY THE CONGRESS. HE 
EMPHASIZED THAT ANY PURCHASES WOULD BE NEEDED TO MEET THE 
NEEDS OF THE BRAZILIAN SOLUBLE COFFEE INDUSTRY AND WOULD 
NOT REPRESENT AN ATTEMPT TO MANIPULATE THE MARKET. HE 
EXPRESSED THE HOPE THE EXECUTIVE BRANCH WOULD CONTINUE TO 
PRESS FOR RATIFICATION OF THE ICA. 

4. BOSWORTH REPLIED THAT WE WOULD STUDY THE BRAZILIAN 
NOTE. HE CAUTIONED THAT BRAZILIAN AUTHORITIES MUST TAKE 
INTO ACCOUNT THE FACT THAT COFFEE MARKETS TODAY ARE 
EXTREMELY NERVOUS AND THAT ANY ACTIONS SUCH AS THE 
REPORTED PURCHASE WILL BE CLOSELY ANALYZED AND INTERPRETED 
IN TERMS OF MOTIVES AS WELL AS THEIR MARKET IMPACT. HE 
SUGGESTED THAT BRAZILIAN AUTHORITIES SHOULD SEEK TO REDUCE 
OPPORTUNITIES FOR MISUNDERSTANDINGS. HE CITED A REUTERS 
REPORT FROM RIO EARLIER IN THE DAY THAT A BRA7.TT.IAN STATE 
TRADING COMPANY HAD PURCHASED 560,000 BAGS OF SALVADORIAN 
COFFEE. THE AMBASSADOR WAS NOT AWARE OF THAT REPORT AND 
DID NOT COMMENT ON IT. 

5. THE AMBASSADOR AND BOSWORTH AGREED ON A CONTINUING 
NEED FOR A FRANK EXCHANGE OF VIEWS ON COFFEE MATTERS. 

6. COMMENT: THE AMBASSADOR WAS CLEARLY TAKEN BY SURPRISE 
BY THE REPORTED PURCHASE OF 560,000 BAGS. IF CONFIRMED, 

SUCH AN AMOUNT WOULD APPEAR TO BE WELL IN EXCESS OF 
BRAZIL'S NEEDS TO SUPPLY ITS FREEZE-DRIED INDUSTRY. THE 
DEPARTMENT WILL PREPARE FURTHER ANALYSIS AND INFORM 
POSTS OF ITS CONCLUSIONS. KISSINGER 
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